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The Office of the Chief Economist has wide-ranging
responsibilities:

* OCE Immediate Office (10)
* Economic and policy analysis

* Advise the Secretary on economic impacts of
market developments, program changes, legislative
proposals, trade initiatives, and agricultural labor issues

* USDA sustainable development coordinator
* USDA food loss and waste coordinator

* World Agricultural Outlook Board (WAOB)
* Joint Ag Weather Facility (JAWF)
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The Office of the Chief Economist has wide-ranging
responsibilities (cont.):
 Office of Pest Management Policy (OPMP)
* USDA’s Biotech Coordinator

 Office of Energy and Environmental Policy (OEEP)
* Climate Change Program Office
 Office of Energy and New Uses
* Office of Environmental Markets

* Office of Risk Assessment and Cost-Benefit Analysis (ORACBA)
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Current hot topics

* High and volatile commodity prices * Farm Bill

* Grain production and trade from Russia  * Food price inflation
and Ukraine (Grain corridor, export

el e International food securit
friction, etc) Y

i ‘ ’ * Biofuels-Diesel Fuel
* Evaluating the ‘next’ harvest, wherever ue

that may be in the world * Packers and Stockyards regulation

» Supply Chain disruptions river, rail, etc ~ * Current policy proposals and their

: .. . intersection with WTO
e Concentration, Competition, Resiliency,

they are not the same thing. * The CCC (Commodity Credit

' i - 1 rporation).
* Domestic and international Fertilizer Corporation)

markets  Trade with China

e Climate Smart Commodities program * Mexico GMO restrictions

* Crop Insurancde
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Energy prices
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Fertilizer Spot Prices, % change YTD

=DAP, US qulf, $/MT  640.00
=Urea, US gulf, $/MT 520.00
=Potash, US qulf, $/MT 530.00
=North America Index 760.98
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Wheat Implied Volatlllty

. IVOLWHEA Index (Last Price) High [2012-2021] 30.5397
i Average ([2012-2021] 23.2987
. Low [2012-2021] 18.919

0397
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Copyright® 2022 Bloomberg Finance L.P. 30-Nov-2022 18:24:35
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Corn Implied Volatility

M TVOLCORN Index (Last Price) High [2012-2021] 28.5219
! ‘Average [2012-2021] 20.7832
Hiow [2012-2021] 15.6374

2022 18.2762

28.2219
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Soybean Implied Volatility

B IVOLSOYE Index (Last Price) High [2012-2021] 246691
"t Average ([2012-2021] 17.6789
Miow [2012-2021] 13.5772

2022 17.4635

13.5772
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Farm sector profit forecasts at record highs in 2022

S Billions (2022)
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Net cash farm income

\ 187.9
160.5
2002 - 2021 NCFI average = 126.3
/>
\ 2002 - 2021 NFl average = 104.7
Net farm income
2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022F

F= Forecast. Values are adjusted for inflation using the U.S. Bureau of Economic Analysis Gross Domestic Product Price Index (BEA API
series code: A191RG) rebased to 2022 by USDA, Economic Research Service.

Source: USDA, Economic Research Service, Farm Income and Wealth Statistics

Data as of December 1, 2022.

NCFI: +19.1%
from’21

NFI: +7.2% from
21
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Large increases in receipts and expenses forecast for 2022

$Billion 802 ____ ﬁ _____ 699 production expenses are
forecast to RISE which
would LOWER net farm
income Increases in
+ 9.4 livestock and crop
141.0 | """ [ receipts expected

to outweigh lower
Government

Livestock value
of production

Crop value of up $58.9 billion

production payments and

up $27.5 .

billion higher expenses.

2021 - 2022F change

+519.5 Billion (13.8%)

Net farm Crop receipts Crop inventory Livestock Livestock Production Government All other Net farm
income 2021 adjustment receipts inventory expenses payments changes income 2022F
adjustment

F= Forecast. Component changes may not sum to total because of rounding.
Source: USDA, Economic Research Service, Farm Income and Wealth Statistics
Data as of December 1, 2022.
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Total direct Government payments to
farmers expected to decline in 2022

S Billions
60 wez223 USDA pandemic /1
2002-21 Average (2022 $) = $20.0 Billion #72% Non-USDA pandemic /2
50 Al other
Market Facilitation Program
40 B Function of commodity prices 3/
I Fixed 4/
30 mm Conservation
—o—Inflation-adjusted total (2022 S)
20
COVID-19 Related Assistance
10 USDA pandemic assistance:
2021=57.5B; 2022F=51.2B
- Non-USDA pandemic assistance:
b O X H O A DO O DA DX O O N DO 0N - . -
" L T P L O PR NNV NI P NN | 2021=58.6B; 2022F=S0
S S S S S S S ’ »
F= Forecast.

1/ Includes payments from the Coronavirus Food Assistance Program and other USDA pandemic assistance for producers.

2/ Includes loans from the Small Business Adminstration's Paycheck Protection Program.

3/ Includes counter-cyclical payments, average crop revenue election (ACRE) payments, loan deficiency payments, marketing loan gains, certificate
exchange gains, Price Loss Coverage (PLC), Agriculture Risk Coverage (ARC), and dairy payments in which commodity payment rates vary with market
prices.

4/ Fixed payments are through 2013 and cotton transition payments in 2014 whereby payment rates are fixed by legislation.

Source: USDA, Economic Research Service, Farm Income and Wealth Statistics (using data from FSA, NRCS, APHIS, CCC, SBA)

Data as of December 1, 2022.
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Almost all individual expense items forecast to
Increase in 2022

2021-22F
% change
Fuels & Oils |y +47.4%
Fertilizer +47.0%
Fertilizer and feed
2021 +410% | are expected to see
pestcces R — asex| largest dollar

= 2022k increases
Feed | +17.4% '

Livestock/poultry

surchases I — +15.2%
Property taxes/fees - +10.1%
Netrent 2%

oo . | ean

Increased Spending
seeds [ Decreased Spending 0.7%
10 20 30 40 50 60 70 80 90
F= Forecast. $ Billion

Source: USDA, Economic Research Service, Farm Income and Wealth Statistics
Data as of Decemeberl, 2022
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U.S. Agricultural Trade Situation

Exports at $190.0 Billion; Imports at $199.0 Billion
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Ag Exports: FY 23 vs. FY 22

60
. -$1.8 Bil -$1.3 Bil -$2.9Bil  -$0.4 Bil +$0.2 Bil  +$0.2 Bil
ol 40
L
3
- 30
9
@
10
: II 1
Grains and Feeds Oilseeds Cotton Livestock, Poultry &  Horticultural Ethanol
1 Dairy Products USDA

United States Department of Agriculture —_———

[ | FY22 [ | FY23 (f) Foreign Agricultural Service
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Top U.S. Ag Markets

Billion Dollars
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U.S. Market Share in China

China’s Agricultural Imports, 2010 - 2021

250 30%
o)
200 25%
<)
20% 3:—
2 150 & e
© -7 18.4% =
e 15% v
o D
c a4
2 +0 10% ©
= o 3
)
50 5% >
0 0%
u 21
’19\’0 ’19\’\/ m& ’19\:5 S m& '@6 ’)9\:\ ’19\’% '@q 'LQ’LQ ’19’)’\/
Brazil United States w EVU 27 Thailand New Zealand
Indonesia Australia Argentina ROW = «= «|.S. Market Share

. . United States D?partméntlof AglricuItL.JreUS DA
Source: Trade Data Monitor LLC —



USDA Office of the Chief Economist

United States Department of Agriculture

Top contributors to import value growth

Other horticulture
Fresh fruits, other
Distilled spirits
Fresh vegetables
Essential oils

Beer

Wine

Vegetables, frozen

Fresh fruits, citrus

Nursery products

)
X

2% 4% 6% 8% 10% 12%
m Share of agricultural import growth FY 2012-2022
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Indonesia Export Restrictions led to Un-milled Palm Fruit

December 9, 2022
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Palm Oil Yields Decline Rapidly After Harvest

25.000
X
= 20.000
Lk
=
L= L ." """" —_—
3 15.000 S i e L
— -9
© 10.000
2 Post indicate that FFB
c _—
% 5 000 rlpenlr*fg |t::‘VE| were
& over-ripe’ due to long
waiting periods
0.000
12 36 60
Storage time (hours)
— ® — Under—ripe = @ = Ripe —@&— Over-ripe --4--=fruit loose - Average

Figure 1. Relationship between potential o1l yields based on the percentage of FFB
December 9, 2022 at the ripening level and storage time of FFB.
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Farmgate prices are far more volatile than food
Farmgate prices vs food retail prices, y-o-y %
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Record Low Water Levels Along the Mississippi,
A key route for US agricultural exports
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Mississippi Barge rates have pulled back last week from record highs
Mississippi Barge Rates (St. Louis), S/MT
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Soybean basis in interior markets have deteriorated;
gulf basis premiums surge

Soybean basis, cents/bushel

Gulf 182
B Cinncinnati Ohio R 11
B S Peoria Illinois R on 11/10/22 -10 L 200
S Towa Miss R -17
Memphis Miss R 30
Omaha on 11/10/22 -13

200

” =100

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Mo Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Now
2021 2022
RVEGSTLO Index (Rvr Barge Grain St Louis MO) gulf vs inland basis Daily 01JAN2021-11NOV2022 Copyright? 2022 Eloomberg Finance L.P. 12-Mov-2022 14:05:23

Basis = average soybean price — Gulf export price, cents/bu
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Interior soybean prices suffering severe discount relative
to Gulf; however, basis has improved through November

Difference between Gulf Price and Inland Price
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Slower pace of grain exports shipped out the gulf; critical

time of year for soybean shipments

Weekly U.S. Grain Exports out of Gulf in MTs
B Soybeans
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Soybean Oil Share of U.S. Futures Value
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Inland fertilizer prices selling at a widening premium relative to gulf

Urea spot prices by region, $/MT DAP/MAP spot prices by region, $/MT
B Gulf NOLA 530
W Cornbelt 635 900
M Western Cornbelt 610 70
Eastern Cornbelt 635
Southern Plains 615 |
Northern Plains 660 -850
B Cincinnati 625 700 \M\ &
s
(660 500
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=600
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Great Lakes 840 680
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Copyright@ 2022 Bloomberg Finance L.P. 12-Mov-2022 07:19:01 17-Moy-2022 0721921
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Ukraine: Export Routes for Agricultural Products
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Ukraine pace of exports

Wheat Corn
4.5 4.5
4.0 4.0
3.5 3.5
c
S 3.0 3.0
+—
O 25 2 2.5
— et
@ 20 £ 20
E . g .
c 15 \ 2 15
S | E
% 1.0 % 1.0
nn
0.5 77 0.5
sl I
’ Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec ' Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
2022 Port shipments under UN Black Sea Grain Initative 2022 Port shipments under UN Black Sea Grain Initative
-2022 Alternat|ve routes -2022 Alternative routes
2022 pre-War 2022 pre-War

—2019-2021 avg —2019-2021 avg



USDA Office of the Chief Economist

United States Department of Agriculture

La Nina and Rainfall

La Nifia conditions in the tropical Pacific are known to shift rainfall patterns in many different parts of the world. Although they vary somewhat
from one La Nifa to the next, the strongest shifts remain fairly consistent in the regions and seasons shown on the map below.
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LAST YEAR: Percent of Normal Precipitation (%)

November 2021 December 2021

GPCC Monthly Precipitation % Normal: November, 2021 GPCC Monthly Precipitation % Normal: December, 2021
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Uncertainty, World economy and Trade

Ahir, H, N Bloom, and D Furceri (2022), “World Uncertainty Index”, NBER Working Paper.
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So where are we at?

Global balance sheets for corn and wheat
are likely to remain tight through 2022/23.
Rice markets have more recently been
drawn into the volatility

While global soybean stocks are likely to
increase (with a ‘normal’ South American
crop, US crush demand is robust

With tight supplies, economic uncertainty,
and a more dynamic war in Ukraine,
output and input prices are experiencing
volatility, making producer margins
uncertain.
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